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Economists of the right and the left agree that the scarce liquidity of the banking system constitutes
an "economic time bomb." In recent statements to Notimex, both Cesar Awapara, of the centerright Democratic Front (FREDEMO) coalition, and Fernando Sanchez Albavera, of the Socialist
Left (IS), predict economic collapse unless corrective measures are adopted in the near future. In
Awapara's words, "Commercial banks lack cash and their situation will affect the great majority
of enterprises, which in turn may provoke collapse of the financial system. All this because of the
caprice of Economy Minister Cesar Vazquez Bazan." Sanchez Albavera said the economy has
effectively been "dried up" because of liquidity problems: "These conditions have brought great
pressure to bear on product prices...The liquidity crisis is affecting financial costs in the extreme.
The banking system is charging a real monthly average of up to 42%." The IS economist pointed out
that export industries have been affected. Consequently, he said, Peru will experience severe foreign
currency shortages within the next few months. (Basic data from Notimex, 02/07/90)
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